Risk-adjusted performance analysis on Islamic and conventional equity unit trusts in Malaysian market / Suhaily Maizan Abdul Manaf , Siti Zulaikha Rahmat and Muhammad Faris Zaharudin by Abdul Manaf, Suhaily Maizan et al.
UNIVERSITI TEKNOLOGI MARA
RISK-ADJUSTED PERFORMANCE ANALYSIS 
ON ISLAMIC AND CONVENTIONAL EQUITY 
UNIT TRUSTS IN MALAYSIAN MARKET
SUHAILY MAIZAN BINTI ABDUL MANAF 
SITI ZULAIKHA BINTI RAHMAT 
MUHAMMAD FARIS BIN ZAHARUDIN
ADVISOR:
PROF. DR. ISMAIL AHMAD
Master of Business Administration 
Faculty of Business Management
MAY 2011
MAY 12, 2011
LETTER OF SUBMISSION
Assoc. Prof. Dr. Zuriah Abdul Rahman 
Director
Graduate Business School 
Faculty of Business Management 
Universiti Teknologi MARA 
40450 Shah Alam 
Selangor Darul Ehsan
Dear Dr,
SUBMISSION A PROJECT PAPER (ABR 795)
Attached here is a project paper titled “Risk-Adjusted Performance Analysis on Islamic 
and Conventional Equity Unit Trusts in Malaysian Market” to fulfill the requirement as 
needed by the Faculty of Business Management, Universiti Teknologi MARA.
Thank you.
Yours sincerely,
Master of Business Administration (MBA) Finance
MUHAMMAD FARIS BIN ZAHARUDIN
SUHAILY MAIZAN BINTI ABDUL MANAF
SITIZULAIKHA BINTI RAHMAT
DECLARATION OF ORIGINAL WORK
MASTER OF BUSINESS ADMINISTRATION (MBA) 
FACULTY OF BUSINESS MANAGEMENT 
UNIVERSITI TEKNOLOGI MARA
“DECLARATION OF ORIGINAL WORK”
We, Suhaily Maizan binti Abdul Manaf (I/C Number: 840428-06-5414), Siti 
Zulaikha binti Rahmat (I/C Number: 861102-29-5810), Muhammad Faris bin 
Zaharudin (I/C Number: 841231-05-5049)
Hereby, declare that:
1) This work has not previously been accepted in substance for any master, 
locally or overseas and is not being concurrently submitted for this master 
or any other masters.
2) This project paper is the result of our independent work and investigation, 
except where otherwise stated.
3) All verbatim extracts have been distinguished by quotation marks and 
sources of our information have been specifically acknowledged.
Signature: f e j1*01111
ABSTRACT
Unit trust has been considered as a good instrument among other investments for 
medium to long-term financial plans. There are many types of unit trusts offered in 
the unit trust market in Malaysia, including equity funds, money market funds, bond 
funds, hybrid funds, debt funds, commodity funds, real estate funds, and exchange 
traded funds. However, this study attempts to focused on the equity unit trust since 
this types of unit trust is most preferable among unit holders as it offers more return to 
the active and risk taker investors in terms of current income and capital appreciation 
as well as quick and easy returns. Moreover, instead of only looking at the 
conventional funds, this study also focused on the Islamic funds as this kind of funds 
increasingly growing at fast pace. Since more than 500 funds circulating in the 
market, it becomes more difficult for the investor to select the best fund to their 
investment. Therefore, the problem that arises is how the prospective investors can 
ascertain and measure the risk level of the unit trust particularly in terms of 
performance and the return of the funds. Thus, this study has the aim to determine the 
performance of equity unit trusts by using risk-adjusted measurement analysis, to 
study the level of risk and return concerned by each of the equity funds by using 
standard deviation (total risk), beta (systematic risk), and average return in different 
economic scenario, to determine performance measurement results by using Sharpe, 
Treynor, and Jensen Alpha index for each equity unit trusts selected in different 
economic scenario to standardize of using FTSE Bursa Malaysia KLCI and FTSE 
Bursa Malaysia EM AS Shari’ah Index as the main benchmark for conventional and 
Islamic risk-adjusted analysis, and FTSE Bursa Malaysia KLCI as the market index 
for the performance analysis, and to analyze and determine which funds that performs 
well to the others in different economic scenario. To that extent, this study focused on 
the conventional and Islamic launched equity funds that traded in the Malaysian 
market with the sample included 15 conventional equity funds and 10 Islamic equity 
funds from 11 management companies. Sharpe, Treynor, and Jensen’s Alpha model 
are employed is order to determine the performance of each selected equities. The 
data of the study is in the monthly Net Asset Value for five years period from January 
2006 to December 2010.
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